2:3.6

This price factor will measure the value of energy saved or lost by virtue
of the project operating and reducing Delmarva's overall transmission
system energy losses. Delmarva will calculate these savings or losses for
every project relative to a reference case utilizing a computer model(s).

Imputed Debt Offset

Debt rating agencies view long-term PPAs as debt-like in nature.
Typically, a rating agency will factor a percentage of the net present value
(“NPV?”) of a PPA’s capacity payments as debt in their quantitative
assessment of a utility’s credit quality, Each bid will be evaluated and a
cost assigned to account for the incremental equity required to return
Delmarva’s capital structure to the ratios that would be in place excluding
a PPA being imputed as debt by the rating agencies.

Delmarva proposes to calculate an imputed debt offset based on the
methodology described above, The imputed debt offset, however, will be
used for sensitivity purposes only once all the bids have been evaluated in
the Detailed Evaluation Stage, The imputed debt offset will therefore be
u ; . A ‘ds hased }

itude of this adi

Delmarva will assess the incremental equity amount to be equal to, at a
minimum, $5630% of the NPV of the bid’s capacity payment (a percentage
of the energy price may be included if Delmarva concludes that a portion
of the bid’s energy component would be imputed as debt by the rating
agencies in their assessment of Delmarva’s credit worthiness).

Delmarva has included a spreadsheet which describes the Companv’s

methodology for calculating the imputed debt offset as Form S of the
Bidder Response 'orms..




cavor those bids with the changes that are the | blematic £
perspective of the Company and SOS ratepayers.

2.4  NON-PRICE FACTOR EVALUATION [40 Points out of 100 Possible]



Delmarva and the Independent Consultant will also use non-price factors to

evaluate the development and operational benefits and risks of each proposed

project. Delmarva-will-useThe points available for each of the non- price factors
and-relative-valuesare shown below.

2.4.1  Non-Price Factor Evaluation Criteria and Weightings

Points
Project Characteristics
A. Environmental Compatibility Impact
14 7

B:  Fuel Diversity —
C.  Technology Innovation -

Project Viabil

D.  Operation Date and its Certainty 43
€E.  Reliability of Technology S _2
- Fuel Diversity- —7
EE.  Site Development 5
EG.  Bidder Experience, Safety and Staffing 5
G Einaneial-Plan— —35
H: CentraetTerms —2
H Broject B} bili s

Total Non-Price Points 40



2.4.2 Non-Price Factors

This section describes the factors that Delmarva-will takebe taken into
account in assigning points in the Detailed Evaluation for non-price
factors. Except as noted, bidders shall use the response forms provided
with this RFP to provide this information, and may submit supplemental
information as required. Delmarva and the Independent Consultant will
evaluate proposals with more or some of these features more favorably
than those that have fewer or none of them.

A. Environmental Cempatibilitylmpact [#14 points]




will be the standard of comparison Further indirect benef ts to
Delaware resulting from each proposed facilitv will be taken into

the scoring, Similarly. ancillarv impacts. such as land use impacts
that may be associated with building a new transmission line. will
also be considered in scoring the Environmental Impact criteria

Fuel Diversity [73 points]

Delmarva

adds diversity and reduces the volatility of the power supplv mix.
Accordingly, Delmarva prefers projects providing energy and
capacity from renewable sources and facilities that use solid fuel.—
Pfejee‘es In assigning points for this factor, consideration will be
given to QLQIQQL s that_can use diverse fuels or ﬁlﬁ:lifmnlseveral
sources

seurce. This factor is also incorporated into the price evaluation




with regard to the stability of pricing that such projects may
provide.

Technology Innovation [3 points]

As required under the Act, Delmarva will provide a preference for
projects using innovative technology (e.g., coal gasification);-based-

anthe-performanescoprmiteasefforad by the bidder,
Operation Date and its Certainty [43 points]

Nearer-term in-service dates will be favored. One point will be_

awarded for each full calendar year before 2013 that the project can.
reasonably be expected to be in-service. For example. if a facility
be in-service by [ ber 31, 2010, it will recei ints.

Each proposal will be judged as to the reasonableness of its project
plan in terms of meeting its proposed commercial operation date.
Although certain categories contained in this criterion are also
addressed in other criteria (e.g., environmental permitting), this
criterion is limited to timing issues and possible concerns about in-
service dates.

Reliability of Technology-andInnevation [52 points]

Projects will be judged on the technical maturity of the generating
technology specified. Points will be awarded on the basis of the
technology demonstrating the ability to meet availability
requirements during commercial operation. Maximum points will
be awarded to those technologies which have achieved the target
availability specified by the bidder over at least three consecutive
years of commercial operation in the same configuration utilizing
the same vendor's major components as those contained in the bid.
Minimum points will be awarded to those technologies that have
never been placed in commercial operation.

Bids will also be favored based on the relative degree of
complexity of the generation technology proposed. Technologies
requiring the least degree of system complexity (i.e., fuel handling
systems, waste disposal systems, etc.) will score higher than those
with higher degrees of complexity. For example, gas-fired
combined cycle plants would score higher than coal-fired steam

plants with respect to this criterion,_Manufacturer’s performance
guarantees will be considered as part of this evaluation.









Site Development [S points]

This factor shall include a number of items with regard to the
provision of a siting plan and socioeconomic factors, as follows:

(1) Siting Plan

The bidder will identify its site acquisition, zesirepermitting and

development plansfornew-generating facility-or the-expansion-of
existingfaeilities, including those plans for all associated fuel,

water or transmission infrastructure. This shall identify the local,
State or Federal entities from which approvals must be obtained
and the bidders’ plan for doing so. This plan shall include but not
be limited to these items:

Identify the site where the project will be located. Indicate the
total acreage of the site. Provide a map showing the location of
key facilities. Show anticipated placement of all project
facilities. Include a map that indicates the location of the
transmission line with which the project will be interconnected.
Provide a list of leases, easements, and/or other ownership
documents that demonstrate that the bidder has control of the
intended project properties and has the legal right to construct,
interconnect, operate and maintain the project described._For_

required to obtain site control, the status of bidder’s efforts to

Provide a description of its proximity to inhabited structures,
and its proximity to areas that may be sensitive from an
environmental, cultural, security and other perspective.

If not covered in the first bullet above, provide a written
description of all material applications, permits and approvals
required to construct and operate the generating facility and all
associated interconnecting utilities.

Describe the bidder’s plan for the acquisition and delivery of
fuel(s) to the project site(s), and for the interconnection of the
project to the grid

Indicate whether the site is located in an existing brownfield or
industrial location.



(2) Socioeconomic Issues
The bidder shall identify the extent to which the project(s):

Does not raise environmental equity issues

Minimizes impacts on transportation systems and traffic
Enhances economic and community development

Has minimal aesthetic and noise impacts

Minimizes impacts on historic and archaeological resources

Bidder Experience, Safety and Staffing Plan [5 points]

Delmarva desires bidders with demonstrated project management and
financial capabilities. In its evaluation process, Delmarva will consider
the qualifications and experience of key management personnel of the
bidder's firm as well as the overall qualifications and experience of the
bidder related to functions such as construction, operations, fuel
management, regulatory relations, finance and risk management. This
information is not part of the response forms, and bidders shall provide
this separately in their proposals.

Please provide a description of relevant experience and a
list of previous successful power projects for which the
bidder has been responsible. This shall include the bidder’s
track record in bringing projects to fruition on time or in
advance of the required dates.

Safety is of real importance to Delmarva. The bidder shall
provide its track record for safe operation on previous
projects, and its plan for ensuring that operations at the
proposed site(s) will be safe.

Provide a list of the names, biographies and
responsibilities, relevant experience and professional
references for each member of the development team that
will be responsible for the following areas: plant
management, engineering/construction, safety, financial,
environmental, fuel acquisition and operations. This
requirement holds true for near-term projects in particular.
If such personnel have not been identified due to the
projected date of operations (e.g., for a plant scheduled to
come on line in 2013), the bidder shall provide evidence
that it has a pool of talent with experience such that they
will be able to ably carry out each of these functions.



G-_ Einaneinl Plasn B EIQ_].QQI
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Financeability [5 points]

Bidders will be judged on their plan and ability to finance the

project’s-developmentineluding the provision-of project-equity—,
%

All bidders must submit a cash-flow spreadsheet showing that their

reasonable financial profile.
For project financing, bidders-will submit-evidence-ofcommitments-
#Eem—ﬁﬂaﬂe}al-msmm@ﬂs—and;blg will include a plan as to how the
project will meet commercial requirements to be financed—Fhis-swill-
mwm&mw

It
financial institutions will be comldered in scoring this factor.. The
bidders should address the proposed funding source(s) or
guarantor(s) during project development, construction, and long-term
financing.

For corporate financing, the bidderbidders shall demonstrate itstheir
financial strength (e.g., financial statements, corporate ratings, etc.),
and evidence of relationships with financial institutions that would

provide sufficient debt-capital at each stage of project development.

As outlined below, bidders will also be required to provide certain
amounts of security, both before and after the in-service date of the
proposed Capacity, to mitigate the 1mpact of potentlal default or
w1thdrawal 5




2.3

suhstantive-chanves:

POINT ASSIGNMENT

During the Detailed Evaluation, Delmarva plans to evaluate proposals utilizing

both the price and non-price criteria outlined in Sections 2.3 and 2.4. Proposals
will be evaluated under each criterion and the dollar or point value of each price
factor calculated and the point Value of each non- prlce factor determined. —T—h}s—

the price and non-price values to be combined, the total evaluated price value will
be converted to points and then added to the non-price value.

As an example for the Price Evaluation, all proposals that pass the Non-
Responsiveness and Threshold Tests shall be evaluated with regard to their value
to Delmarva’s SOS customers. As explained above, the price evaluation shall
award 2/338 of the 60 available points in this category-48-peints} to the proposal
with the lowest expected cost to Delmarva’s SOS customers, and 2815 points to
the proposal with the greatest level of expected price stability. All other proposals
shall be scalecl to the lowest cost proposal—FeaLe*amﬁ}e—a—pfepesal—w&h—a—eest—




For the Non-Price Evaluation, the evaluators shall use their professional judgment
to assign scores that fall within the range of points available for each factor.
Delmarva shall use experts in each of these areas to assign such points. If there is
more than one evaluator for a given factor, the score for that factor shall be the
average of the number of points assigned by each evaluator. The Independent
Consultant may conduct a parallel evaluation, and if so, Delmarva and the

Independent Consultant shall use good faith efforts to reconcile their respective

evaluations.

After its analysis is complete, Delmarva and the Independent Consultant shall

prepare-a-eenfidential-report_reports for the public agencies that provides itstheir
recommendations for the project(s) that should receive PPAs,subject-to-the IRP-

analysis; along with-Delmarva’s justification for such recommendations. _There_

N e il e
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to the RFP does not receive any favorable treatment compared to other bidders
and to require a functional separation between Delmarva’s bid evaluation team

Delmarva that mav be working on a self-build proposal in the context of
Delmarva’s RFP, Delmarva shall implement the following procedures:

1) Any proposal submitted by a Delmarva affiliate will be submitted one day in.
] call ol Is.and eill B anbmitted 1o the € - i

Delmarva at the same time,

2) No emplovee working on an affiliate bid or a self-build option (in the context

of the IRP) will be allowed to participate in the bid evaluation process as a
member of the bid evaluation team or to communicate with anv member of the

bid evaluatlon team and v1sa versa All emnlovees assocmted with the b1d

3) All requirements of the RFP, including security requirements. shall apply to
any affiliate of Delmarva that submits a bid in response to this RFP.

PAYMENTS AND SECURITY



3.1

INTRODUCTION AND OVERVIEW

The Company will pay successful bidders separately for capacity and
energy. A significant objective of this RFP is to procure long-term
capacity and energy under a payment structure that provides price stability
to Delmarva’s customers. Bidders shall also provide and Delmarva shall
pay for ancillary services as described below.

Bidders are required to offer fixed pricing, or prices tied to a publicly-
available index, and must specify the index to which their bids will be tied.
When indices are used in formulas in any component of the price bid,
Delmarva recommends the bidder use the index value from the previous
year (or period) when calculating prices during a given year (or period).
Due to the time lag associated with the reporting of the actual index value,
this will assist in the ability to administer price formulas in the contract.

The prices on which the various payments will be based are as follows:

(1) Capacity Price — Delmarva will make monthly levelized-capacity
payments according to the specified Capacity Price tied to a stated

MW level,_which may be adjusted based on plant performance in
| i ni T e Forth

(2) Energy Price — Monthly energy payments will be the product of
the number of-stated-kWhs_MWhs delivered to Delmarva's-
Zonethe Delivery Point in the month, times the amount in the
winning bidder's Energy Price (cents/kWh), adjusted by indices, if
so specified in the PPA.

(3) Ancillary Services Price — [Bidders will provide and be paid
monthly for ancillary services. The bidder should specify the
ancillary services that Delmarva will be provided. If such ancillary
services are not under the direct dispatch and control of Delmarva,
the bidder should specify the manner in which aggregate System
revenues from those services will be determined and allocated to

Delmarva.]_[Delmarva should provide clarification regarding
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3.4

START DATE FLEXIBILITY

Delmarva prefers that the capacity sought through this RFP become
available no later then June 1, 2013. Delmarva prefers earlier commercial
operation dates, particularly for those projects that provide price stability.

" TERM OF CONTRACT

Delmarva will only consider proposals with capacity and energy terms of
10-25 years. If the facility proposed is not constructed, Delmarva shall

have the eptien-te-rejeetright to terminate the PPA as provided for in the

PPA.
SECURITY REQUIREMENTS

Bidders with whom contracts are established will be required to post
Security which shall be available to pay any-ameunt-due-Delmarva
pursuant to the PPA, and to provide Delmarva with confidence that_the
selected bidder will construct the Facility to meet the Construction
Milestones described below. The security posting shall also provide
security to Delmarva to cover damages, including but not limited to
replacement power costs and transaction costs for the Delmarva SOS
customers, should the Facility fail to achieve the Commercial Operation
Date or in the event of failure to meet the performance standards described
in the PPA resulting in an event of default. If at any time after execution
of the PPA the bidder(s) does not meet the security posting requirements,
the PPA may be eaneeledierminated at Delmarva’s option as per the PPA’s
terms.

3.4.1 Security Schedule and Level

Before the in-service date(s) of the project(s), the bidder security
posting will be as per the following schedule:

3.4.1.1  Bidder shall establish security at a level of $50/kW of
the contracted capacity value (MW) at the time the PPA
is executed with Delmarva. The contracted capacity
value will be the greaterofthe UCAP or the-summer

net dependable capacity rating_of the project as perthe-
PPAspecified in the PPA multiplied by Buver’s

percentage entitlement to capacity and energv from the

project.

3.4.1.2  Upon approval of the PPA for rate recovery by the
relevant regulatory authorities, the security posting



requirement will be raised to $100/kW of contracted
capacity as described in section 3.4.1.1 above

be 40% i ity for other
o : T listed i
3.4.1.1and 3.4.1.2 above,

34-13-Upon the Commercial Operation Date, the
before in-service date(s) security postings requirements

will be discontinued-exeept-as-neted-below.

At the expeeted-start date under the PPA for power
delivery under the PPA,_the bidder will be required to
post and maintain security in the amount equal to the
anticipated replacement cost for the PPA (i.e.,
Delmarva’s SOS customer exposure). The security
posting will cover a two-year forward period, which is
the minimum period that Delmarva estimates it will
take to obtain and have governmental and regulatory
approval of an equivalent replacement contract_subject
to a cap of $200/kW. The replacement contract cost will
be valued as the expected PJM RPM capacity value (or
a mutually agreed-upon equivalent) for the delivery year
plus the energy cost as measured by NYMEX Henry
Hub forward price index times an 8,000 BTU/kWh
implied heat rate (Delmarva reserves the right to change
the implied heat rate subject to the nature of the PPA
agreement). The security posting for PPA replacement
cost will be marked-to-market daily for the rolling two-
year forward period beginning on that day.

a parent guarantee capped at the $200/kW level once
W liuid collatcral ijz ichicvee 1L
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Bidder will be responsible for informing Delmarva of changes in

milestone status and Belmarva-willmodify-posted seeuritylevels-
enee-the-milestoneof the in-service status is-approvedof the project.

security-required-before-the-in-serviee-date-plus-the seeurity-
required-after the-in-serviee-date—In addition, any delay in the in-
service date beyond the date agreed upon in the PPA-shal-ineura-

penatty, subject to allowed force majeure extensions, shall require
Seller to pay liquidated damages (“Delay Damages”) of $7.00/kW-
($2.80/kW-month for an intermittent renewable energy

month

project) for up to twelve (12) months which will be assessed on a

daily basis for each month the facility(ies) is not available against

the faeilityties)-UCAPnet summer capability rating of the project.

Further, such delay entitles Delmarva not to accept power under
the PPA until the plant is on-line.

are assessed a

Delay Damages, Delmarva shall have the right to access equivalent

portions of the development period security and Seller shall

replenish the security fund to the required level within fifteen (15)
business days after any draw on the Security Fund by Delmarva. If

the bidder-erprojeet-ewnerSeller fails to provide adequate security

and/or extension upon 60 days notice, Delmarva may withhold
cash from future payments in the amount of the deficiency in the
security_or terminate the PPA, The PPA may provide for interim

1 - ™ ol Onesation T ith Del
inconsistent with Seller’s ability to timelv meet the Guaranteed

($33.60/kW for an intermittent renewable energy proiect).

Forms of Security

Delmarva is willing to accept security in the following form,
subject to restrictions described in Section 3.4.4 below,





